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Eden Mission Raises 
European War Issues 


British Attempt to Deal With Ger- 
mans Directly Stirs France 
and Italy 


VERSAILLES SEEN IN BALANCE 


Conversations with Mussolini and 
Laval Show Need for 


New Peace Basis 


Since Captain Anthony Eden, Great 
Britain’s young minister for League of 
Nations Affairs, returned from his dramatic 
peace tour late last month and presented 
his report to Prime Minister Baldwin, ob- 
servers of international affairs have been 
trying to interpret the results of his mis- 
sion, and to explain the international diplo- 
matic situation in the light of the negotia- 
tions he carried on. In the record of Cap- 
tain Eden’s journey can be read the story 
of Europe’s struggle, over disheartening ob- 
stacles, to solve the problems of a conti- 
nent without resort to war. His record 
offers an excellent summary of the rivalries 
and conflicting ambitions which Europe will 
have to face, and deal with, if the present 
basis of European peace is not to be swept 
away and a new era of universal bloodshed 
begun. 


The Anglo-German Pact 


The purpose of the captain’s mission 
was to get the support of France and Italy 
for the Anglo-German naval pact. This 
pact, which was signed last month, assured 
Germany that England would not oppose 
the building up of the German navy to a 
strength 35 per cent as large as that of the 
British. The English wanted this pact be- 
cause they knew that Germany was going 
to rearm. Hitler had already declared that 
he was not going to abide by the provi- 
sions of the Treaty of Versailles. He said 
that the growing friendship of France and 
Russia made it impossible for Germany to 
remained unarmed. When he made this 
announcement, the League of Nations and 
the great powers saw that nothing could be 
accomplished by a protest. The question 
was one of concrete measures to deal with 
Hitler’s rearmament policy. 

It is easy to see why the British should 
have taken the lead in trying to place a 
limit on German activities. German naval 
forces in the Baltic have often been de- 
scribed as a pistol pointed at Britain’s 
head. Before the World War the German 
navy became a threat to that sea suprem- 
acy which the British feel to be essential 
to their security. British diplomacy today 
is anxious to prevent another threat. Eng- 
land wants to avoid another naval race with 
Germany. Of course the British would pre- 
fer to bring all the nations into a naval 
agreement. But years of effort in that di- 
rection have thus far proved fruitless, and 
here was a chance to take a step toward 
a naval agreement—a very important step. 
Here was a chance to halt the German 
menace, and so the British, without waiting 
for their former allies, signed the Ger- 
man agreement. 

As soon as the pact was signed, Captain 
Eden started on his mission to talk the 
pact over with France and Italy. Their 
interests were vitally affected, Germany, 
however much she might rearm, was doing 
so illegally as long as England, France, and 

(Continued on page 5, column 2) 
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Democracy’s Judas Kiss 


Most people are inclined to scoff at the idea that democracy in America is in the slight- 
est danger. They scoff because they do not understand the nature of the threat or the 
source from which it comes. They appear to assume that if democracy is ever over- 
thrown it will fall at the hands of its announced enemies. They believe quite correctly 
that the ideals of democracy and Americanism are so popular that they will not be 
given up by the people within the foreseeable future. The complacent friends of democ- 
racy seem not to understand that it is the practice and not the name which is in danger. 
If our society and our government become less democratic than they are at present, the 
change will be brought about by individuals and by organizations which boast of their 
Americanism and their patriotism and which inscribe “democracy” gaudily upon their 
banners. Such persons and such organizations are already at work. With alarming fre- 
quency they are striking at the most vital principle of democracy by opposing, and some- 
times preventing, freedom of speech, of press and assembly. 

For democracy is more than a counting of noses. It is more than a lining up of 
voters on a certain day to see where the majority stand. If it is to be more than a name, 
a democracy must guarantee that the people shall be wholly unhindered in the making up 
of their minds, that they shall be at liberty to tap every available source of information, 
and that they shall be free from coercion by those who believe themselves to be endowed 
with superior wisdom. The “patriotic” groups which seek to prevent freedom of teaching 
in schools and colleges and which deny to liberal lecturers the privilege of speaking are 
opposing the practice of democracy. In their contention that small groups may decide 
what is good for the people to hear they are denying the fundamental conception upon 
which our government is based and upon which our Constitution was written. Their 
theories are in accord with those of fascism and communism. 

There are arguments to be made for a dictatorship, whether it be of the proletariat, 
the business interests, or self-constituted minorities who believe themselves 
termine policies for the people. 


able to de- 
But the American system is built upon the theory that all 
the people, if they have the unfettered privilege of informing themselves and of giving 
effect to their opinions can, in the long run, decide controversial issues for themselves 
better than anyone can do it for them. This system is under serious attack by powerful 
interests, who praise the name of democracy while preventing its practice. We need. 
therefore, a liberal education as to the meaning of democracy so that we may know when 
it is threatened and so that we may defend it against those who betray it with a Judas kiss. 


Roosevelt Seeks End 
of Holding Company 


Puts Additional Pressure on Congress 
to Pass Drastic Legislation 
on Subject 


OPPOSITION TO BILL STRONG 


Utility Lobby Works to Block 
Passage of Measure Sup- 
ported by President 


The most bitter fight which has developed 
in Congress during the present session has 
been waged over the bill to regulate public 
utility companies. The issue which caused 
the most heated debate had to do with 
holding companies in the utilities field. 
Should they be regulated, as the bill 
which was brought before the House of 
Representatives provided, or should they 
be legislated out of existence, as was pro- 
vided in the bill which passed the Senate 
by a majority of one vote? The Senate 
bill placed over all these holding companies 
the so-called ‘death sentence.” This was 
the provision that they must reorganize or 
disband within seven years. In order to 
understand the significance of this contro- 
versy and of the legislation about which 
it has arisen, one must first get an idea of 
what a holding company is and of its con- 
tributions and disadvantages. Then the 
attempt to regulate or destroy the holding 
companies should be examined against a 
background of the movement to curb 
monopolies and trusts. It should further be 
examined in relation to other features of 
the Roosevelt program. 


Utility Operating Companies 


We may begin our examination of utility 
regulation by observing the sort of indus- 
trial organization which prevails in the 
utility field. When we speak of utilities in 
this connection, we are thinking in par- 
ticular of the manufacture and distribution 
of gas and electricity and more especially 
of electricity. There are thousands of com- 
panies engaged in the generation of elec- 
tricity, in its distribution and in its sale 
to factories and homes. Many of these 
companies are small, serving only a limited 
territory and a small community. Others 
are relatively large. But they do the 
actual work of producing, distributing, and 
selling electricity. These are called oper- 
ating companies. 

Now a word as to the ownership of these 
companies. Companies are seldom 
by single individuals. They are 
rather by a number of individuals, 
times hundreds or thousands, 
are organized as corporations. The capital 
is raised by the sale of shares of owner- 
ship to the investing public and by the 
sale of bonds. There are two kinds of 
stock which are held by the owners of 
the corporations. First, there is common 
stock. The owner of common stock in 
the corporations puts up his money and 
takes his chances on the success of the 
company. His income depends upon the 
amount of money the company makes. He 
is paid in dividends. The size of the divi- 
dends depends upon the profits of the com- 
pany. He has a voice in the management of 
the company. Control rests with the com- 
mon stockholders and one’s voting influ- 
ence depends upon the amount of common 
stock which he holds. 


(Continued on page 6) 
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HE first session of the Seventy-fourth 
Congress entered its seventeenth week 

last Wednesday, with adjournment indefi- 
nitely in the future, The goal now set by 
Congress is not to adjourn but to consider 
the new tax program announced by Presi- 
dent Roosevelt and upon which he has de- 
manded action at this session. 

The status of major legislation in Con- 
gress the first week in July was as follows: 

Agriculture—amendments to the Agricul- 
tural Adjustment Administration act 
scheduled to be reported to the Senate 
from the Committee on Agriculture, hav- 
ing already been approved by the House. 

Coal—the Guffey bill to create a minia- 
ture NRA for the soft coal industry to be 
brought up in the house. 

Social Security—passed by both houses, 
the bill now in conference. 

Taxes—hearings on the President’s pro- 
gram will be begun by the House Ways 
and Means Committee on July 8. 

TVA—the bill to extend, enlarge, and 
clarify the powers of the Tennessee Valley 
Authority, already passed in the Senate. 

On July 1 the House defeated the 
“death sentence” clause in the Wheeler- 
Rayburn Holding Company bill which 
would have given the Securities and Ex- 
change Commission discretionary power to 
grant life or death to holding companies, 
whichever it deemed in the public interest. 

The President signed the Wagner-Con- 
nery labor disputes bill. 

Independence Day afforded congress- 
men ample excuse to declare a three-day 
recess over Thursday, July 4. 





Bonus Marchers Again 

A new World War veteran “bonus 
army” has assembled in Washington. This 
time, however, only about 1,000 “vets” 
are in the capital city, and they slipped 
in without attracting any attention until 
they held a meeting on a vacant lot just 
off Pennsylvania Avenue, whence the 1932 
bonus marchers were driven from camps 
by United States soldiers. 

The organization named itself the Needy 
Veterans Bonus Association, two men from 
each of the 48 states and two from the 
District of Columbia being appointed to a 
“legislative committee.” It has been as- 
sumed in Washington since the bonus 
question came to a head with the Senate 
sustaining the President’s veto of the Pat- 
man bill, that too many veterans were en- 
joying FERA relief to abandon it and 
start another bonus march, but some from 
Florida said they had quit relief jobs to 
come. 
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giving the 
finish to one of the pieces of statuary fronting the 
building in Washington. 


Tax Bill 





The administration has changed its mind 
once more on the new federal tax bill, 
which is designed to tax large incomes, 
large estates, and the incomes of large 
corporations. (See THE AMERICAN OB- 
SERVER, July 1). At first it was announced 
that the tax bill would be rushed through as 
a “rider” to a nuisance tax bill which ex- 
pired June 30. But the administration was 
disturbed by the hostile comment 
which this announcement brought forth, 
largely from those who believed that 
the tax bill was too important, and too 
revolutionary, to be voted on with such 
great haste. So, on June 25, the whole 
program for rapid action was dropped. 
The President said that he did not want 
the tax bill to be rushed through in a 
few days, and Senator Harrison of Mis- 
sissippi accepted the blame for the 
“rider” suggestion. 

But it now seems certain that the tax 
bill will be voted on this session. 
Speaker Byrns of the House of Repre- 
sentatives believes that adjournment 
may be postponed for two months, 
while the bill is being discussed in com- 
mittees and on the floor of the House 
and Senate. In fact, the present session 
of Congress may be held over through 
all of Washington’s hot summer; in that 
event, members of this session will have 
the satisfaction of knowing that they 
have given the country the longest list 
of fundamental social reforms that any 
Congress has ever attempted. 





Hoover Won’t Run 





Calvin Coolidge’s “I do not choose to 
run” is the classic announcement of all 
time in regard to a decision not to make 
the race for President of the United 
States. Former President Herbert Hoover, 
however, is not inclined to be as brief as 
the late “Silent Cal.” Sunday he an- 
nounced informally, through an emissary, 
to Republican senators that later this sum- 
mer he will issue a formal statement de- 
claring his intentions of remaining Citizen 
Hoover. 

Certain Republican leaders had planned 
to “smoke out” Mr. Hoover and force 
him to state formally his exact intentions 
regarding the presidential race of 1936, 
especially since the former President has 
been caustic of late in his criticism of the 
New Deal. 

Mr. Hoover’s emissary informed the 
senators that the former President in- 
tends to remain in private life and has ar- 
ranged his future career along that line 
and that he has been active in criticiz- 
ing the administration because, as 
titular leader of the Republican 
party, he thought that some di- 
rection to the party’s course was 
necessary. Mr. Hoover thought 
that to say now he was not a 
candidate would prevent his 
views from being received by the 
public and the Republican 
workers with anything like the 
same authority. He promised that 
he will actively support the Re- 
publican nominee next year 
and stated that with the Re- 
publican party united the chances 
for winning in 1936 are increasing 
every day. 





Good News for Youth 

More than half a million young 
Americans whose educational and 
vocational opportunities have 
been seriously hampered by the 
extended depression received 
good news on June 26. On that 
date President Roosevelt set 
aside $50,000,000 from work-re- 
lief funds to provide a_ unified 
program to school and find em- 
ployment for young people be- 
tween the ages of 16 and 25. 
Aubrey Williams, assistant FERA 
administrator, was put in direct 
supervision. 

Objectives of the drive were 
listed as follows: first, to find em- 
ployment in private industry for 
unemployed youth; second, to 


final 





train and retrain young people for in- 
dustrial, technical, and professional em- 
ployment opportunities; third, to provide 
for continuing attendance at high school 
and college, and lastly, to provide work re- 
lief upon projects designed to meet the 
needs of youth, 

“The yield on this investment should 
be high,” President Roosevelt said in ask- 
ing for the codperation of industry, com- 
merce, and agriculture, and of leaders in 
every walk of life to save young morale 
by opening up fields of normal endeavor 
for those under 25. 

At least 150,000 youths should be taken 
care of under the job-training program, 
150,000 should receive work-relief jobs, 
100,000 be aided in attending high school, 
120,000 in attending college, and several 
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thousand in taking postgraduate work, the 
President declared. 





New Government Vault 





In continuation of a government policy 
begun months ago to move precious mone- 
tary reserves away from vulnerable coast 
cities to more isolated inland territory, 
government officials are now rushing con- 
struction of a huge subterranean vault 
in the center of Fort Knox, Kentucky, 
an army post 31 miles from Louisville. 
Here will be kept a good portion of the 
billions in gold now held in Philadelphia 
and New York. Nearly $3,000,000,000 has 
been transferred already from San Fran- 
cisco to Denver. Ever since the passage of 
the famous gold legislation against “hoard- 
ing,” which recalled gold from private 
hands, the gold accumulations of the 
United States Treasury have been thought 
too great for safe keeping in a few large 
cities. 





No Coal Strike 





After a day of turbulent discussions, 
an eleventh-hour plea by the President, 
made through Secretary of Labor Per- 
kins, averted the soft coal miners strike 
scheduled to begin at midnight, June 30. 
United Mine Workers officials agreed to a 
one-month extension of the strike order. 
which would have affected about 413,000 
miners in 28 states, on condition that the 
White House order “full speed ahead” 
for the Guffey coal stabilization bill. 

John L. Lewis, president of the United 
Mine Workers, charged during the discus- 
sions that for months strike negotiations 
had been proceeding without Secretary 
Perkins’ showing any interest in the criti- 
cal labor problem of the coal industry. 
He further said that no indication had 
come from the White House that operators 
and miners were to be requested to extend 
the truce for another period. 

Operators admitted that the failure to 
agree on a contract was traceable more to 
internal differences among themselves than 
to demands made by the miners. Difficul- 
ties over a new agreement became acute 
February 18, when union leaders and some 
operators declared that, with the NRA 
price structure for industry collapsing and 
the future of NRA uncertain, a new agree- 
ment could not be made unless the Guffey 
bill, or similar legislation, was put into 
effect to stabilize the industry. After 
the Supreme Court’s NRA decision, which 
invalidated the bituminous coal code. 
union leaders called a strike for June 16. 
President Roosevelt obtained a truce at 
that time until June 30. 
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One of the biggest problems concerning cot- 
ton is how to persuade women to wear it. 
—Washington Post 

The Murray Ledger’s idea of no news is a 

postmasters’ convention indorsing a national 
administration. —Elizabethtown News 

Money talks, and after reading the Presi- 

dent’s tax program, the proverb may read: 

“Money squawks.” 

—St. Louis Post-Dispatcu 


Ambition is like the sea wave, which 
the more you drink the more you thirst— 
yea—drink too much, as men have done 
on rafts of wreck—it drives you mad. 

—Alfred Tennyson 


“Those who have hobbies rarely go crazy,” 
asserts a psychiatrist. Yeah, but what about 
those who have to live with those who have 
hobbies ? —Mobile REGISTER 


An American film star has made repeated 
but unsuccessful efforts to persuade his father 
to leave his farm in the country and come to 
live in town. The old gentleman evidently 
prefers to make hay while the son shines. 

—Hvumorist 


What others say of me matters little; 
what I myself say and do matters much. 
—Elbert Hubbard 


Mr. Farley will try to collect a campaign 
fund of $1,750,000 for next year, which makes 
$4,881,750,000 in all. —Tue ARGONAUT 





Mussolini has barred the New York Times 
from Italy. We suppose he prefers a paper 
with a comic section. —Ohio State JOURNAL 

Who remembers the old pre-radio days when 
a lady vocalist had an upper register ? 

—San Francisco CHRONICLE 





If stood on end, the French liner Normandie 
would not quite reach the top of the Chrysler 
tower. The enterprise, therefore, was aban- 
doned. —Portland OREGONIAN 


It is not best to swap horses while 
crossing the river. —Abraham Lincoln 





Huey says he will appeal to thinkers. He 
has others safely in his fold. 
—St. Joseph (Mo.) News-Press 
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“THAT BUILDS US UP TO 
STRENGTH, ADMIRAL 
THE POUND.” 


from ToDAY 


In many cases a political leader is merely 
one who hasn’t been caught up with. 
—Washington Post 





A novice at golf wants to know the best 
way to cure himself of topping the ball. We 
should suggest turning it upside down. 

—PuNCH 

It seems that no matter what the weather 
does in Kansas, it does it with entirely too 
much enthusiasm. —Atlanta JOURNAL 


The pen is the tongue of the mind. 
—Miguel de Cervantes 


The good thing about the fake sweepstakes 
tickets that are flooding the country is that 
persons who buy them aren’t going to bore us 
in the newsreels. —LIFE 





An Ohio laundryman is irked at gags about 
the trade. He points out that the Washington 
monument was lately laundered and the £0v- 
ernment got back the right shaft. 

—Milwaukee JOURNAL 








July 8, 1935 


THE AMERICAN 


OBSERVER 





a 









































































































































ml 


s 
te pee 
oe 


Il 























SALUTE 


These German ex-soldiers traveled to 
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Wide World 
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srighton, 


England, for memorial services for 16 


German prisoners who died in England during the war, and then placed a wreath 


on the Grave of the 


Austria: The hostility between the 
Heimwehr, Austria’s Fascist political party, 
and the Clerical party, which is joined with 
them in the present coalition government, 
was expressed in a dramatic incident last 
week in Vienna, Austria’s capital city. The 
Heimwehr motor corps was on parade, and 
their triumphal drive through the boule- 
vards of the city ended in front of the 
Rathaus, or city hall. There, in the Rat- 
haus square, they met a parade of the 
Freiheitsbund, an organization of work- 
men members of the Clerical party. Both 
parades were bearing their party banners, 
but the mayor of Vienna had ordered that 
neither flag be displayed in the Rathaus. 
Only the Austrian national colors were fly- 
ing from the city hall. 

The Heimwehr leaders knew that the 
mayor was a member of the Clerical party, 
and believed that he was discriminating 
against them. Accordingly they demanded 
that the Rathaus should hoist the Heim- 
wehr flag, and gave point to their demand 
by a mass demonstration, with a riot of 
shouts and motor horns. The burgomaster 
yielded when the Heimwehr began to point 
machine guns at the Rathaus, and ordered 
the display of the Heimwehr banner, which 
was stretched out from a top window of 
the Rathaus on a wooden lath. 

A street riot was avoided, but through- 
out Europe observers wondered what the 
split between the Heimwehr and the Cleri- 
cals would mean for Austria’s foreign pol- 
icy. Austria is now balanced on the edge 
of Fascism. It was feared that the balance 
may be overthrown if Premier Mussolini, 
who has been blocking the ambitions of 
Hitler to make Austria a German Fascist 
nation, loses his commanding position in 
Central Europe by sending the major part 
of his military forces to Ethiopia. He 
would be unwilling to do so unless he 
could reach a satisfactory agreement with 
Hitler. Many believed that this agreement 
had already been made, but the present 
disturbances indicate that Germany and 
Italy have not yet decided on the fate of 
Austria, and whether they will use the divi- 
sion between Clericals and the Heimwehr 
to bring an open rupture on the Fascist 
issue. 

* * »& 


Germany: The recent open-air rites on 
Hesselberg Mountain, celebrating the pre- 
Christian festival of the summer solstice 
and the memory of the old pagan gods, 
have caused many German religious lead- 
€rs to wonder about the real nature of the 
relations between National Socialism and 
Germany’s historic Christian faith. 

Last week they had this speech to pon- 
der. It was delivered at Hesselberg by 


Unknown Warrior 


in London. 


General Goering, the Prussian premier and 
leading lieutenant of Chancellor Hitler: 
“Let no one object if we prefer to stream 
together here in the unity of our people 
to lift up our hearts to the idea of our 
Fuehrer rather than listen to the chatter 
of quarreling clerics.” General Goering 
went on to argue that all doctrines, includ- 
ing the Christian, are of minor consequence 
and that the one important and fundamen- 
tal religious experience is “faith in the 
future of the nation.” Taken together with 
the ceremonies, honoring a philosophy and 
an ethical code which prevailed before the 
Christianization of the Germanic tribes, the 
general’s speech was viewed in many quar- 
ters as a direct threat to the influence of 
the Christian churches. 

Ever since Hitler’s advent to power, the 
government has been engaged in a struggle 
with the churches. They have been op- 
posed not only by the Catholics, who fear 
that a subordination of church to state 
would be bound to strike at their own in- 
ternational religious organization, but by 
Protestant clerics as well, many of whom 
have refused to accept the leadership of 
Reichsbishop Ludwig Mueller. The Reichs- 
bishop was appointed by Chancellor Hitler 
over the heads of the Protestant clergy, 
and has been the storm center of an attack 
by leading Protestant clergymen against 
Hitler’s policy of weeding out Lutheran 
pastors who ventured to criticize the poli- 
cies of National Socialism, 

The Hesselberg ceremonies have been 
widely interpreted as an effort to solve the 
religious difficulty by an indirect attack on 
the clergy. The government’s policy of 
ruthless suppression has met serious and 
determined resistance. The authority of 
Reichsbishop Mueller, in spite of Hitler’s 
support, still remains in the balance. Now 
the churches fear that Hitler’s government 
will work through the effect of ceremonies 
like that at Hesselberg, and through the 
6,000,000 German boys in the youth or- 
ganizations, to spread its doctrine that faith 
in the nation and in its past makes any 
other faith unnecessary. 

x * x 

Russia: The Soviet government has been 
seriously disturbed by Japan’s recent in- 
vasion of North China, but so far it has 
refrained from making any formal protest. 
Now, however, that the Japanese are mak- 
ing further encroachments, and that every 
week sees more “incidents” between Japa- 
nese and Chinese troops, always ending in 
Japanese occupation a little farther into 
the Chinese interior, the question of Outer 
Mongolia is beginning to come out into the 
open. 

Outer Mongolia, a province independent 
of Chiang Kai-Shek’s Nanking government, 


has the only administration outside Russia 
which is modeled on the Soviet policies. It 
was established with Soviet assistance, and 
the Russians are very much interested in 
its welfare. And now rumors are persistent 
that the Japanese “incidents” in Chahar, a 
province rich in coal and iron which lies 
between Outer Mongolia and the Japanese- 
controlled state of Manchoukuo, are only 
the prelude to a Japanese offensive which 
will include both Inner and Outer Mon- 
golia. 

It has long been clear that there is a 
serious conflict of interest between the Rus- 
sians and the Japanese. Between them, in 
Eastern Asia, is a string of buffer provinces, 
and it must eventually be decided whether 
these states will be friendly to Russia or 
to Japan, and which of these great powers 
will buy for their industries the provinces’ 
great stores of mineral wealth. When the 
Japanese gained control of Manchuria, and 
set up the state of Manchoukuo, one very 
dangerous source of friction arose, because 
the Russians owned the Chinese Eastern 
Railway through Manchoukuo. That fric- 
tion was avoided when Russia agreed to 
sell the railway to Japan. But the Soviets 
do not feel that they can yield before an 
aggressive Japanese campaign to control 
the whole of Eastern Asia. 

Meanwhile, two independent diplomatic 
difficulties between Japan and Russia have 
arisen. The two countries have reached a 
deadlock in their negotiations to divide 
fishing areas on the Pacific Coast. And 
secondly, the Japanese are agitating to 
force the sale of the northern half of the 
Sakhalin islands (the oil-producing half) to 
Japan. At present they are owned by Rus- 
sia, and the Soviets would be very unwill- 
ing to give them up. Both Japan and Rus- 
sia would be hesitant to bring on a war, 
but the past two weeks have brought up, 
in Outer Mongolia and elsewhere, a number 
of definite issues which have gone far to 
accentuate Russian and Japanese rivalry in 
Eastern Asia. 

*x* * x 


Great Britain: The British govern- 
ment last week issued two news bulletins 
which support their claim that Great Brit- 
ain has passed into the recovery stage, It 
first announced that 250,000 government 
employees, ranging from Mr. Baldwin and 
his ministers down to Britain’s humblest 
sailor, will receive a substantial pay in- 
crease, restoring the wage levels which were 
in effect before the pay cuts of 1931. 

The second was even more encouraging. 
A total of 1,500,000 industrial workers will 
also receive pay increases 
during July. Over 800,000 
employees in the building 
trades will be raised two 
shillings (about 
in their weekly pay checks, 
and 600,000 _ engineering 
workers will have an addi- 
tional shilling. But 
truck drivers of metropoli- 
tan London stand to make 
a more spectacular gain; 
their wages will go up as 
much as 10 shillings. These 
two announcements, follow- 





ing closely upon Mr, Bald- om 
win’s decision to call for an 1S Tol 
early general election, gave 

rise to the feeling that the 31701 


Conservatives will stake 
their success against the La- 
bor opposition on the claim 
that recovery is arriving, 
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power on Irving Langmuir of the General 
Electric Company. He will be made a for- 
eign member of the Royal Society, to 
which only seven other Americans belong. 
Langmuir is a man who refuses to accept 
any “boundaries” in the sciences; when he 
was in college, he decided that he would 
be neither a chemist nor a physicist, but 
would work in the area between the two 
His decision has brought valu- 
able results, among them tungsten electric 
lights, modern vacuum radio tubes, and an 
impressive list of honors from both chem- 
ists and physicists. Membership in the 
Royal Society will be Langmuir’s second 
international honor, for in 1932 he won the 
coveted Nobel prize for chemistry. 


sciences. 


K *K * 


Danzig: The free city of Danzig, which 
was set up as an independent government 
after the World War. is undergoing a 
severe financial and political crisis. Danzig 
is suspended between Poland and Germany, 
and is under the League of Nations as a 
protectorate, but the German Nazis are the 
reigning political party. Recently, the Nazi 
administration placed severe restrictions on 
Danzig’s foreign exchange, in an attempt 
to strike at the economic influence which 
Poland has over the free city. Their ac- 
tion has had serious effects on Danzig’s 
prosperity, because the city supports itself 
by its Baltic harbor and by the foreign 
trade which passes through on its way to 
and from Poland. Three great Polish ex- 
porting trades—lumber, grain, and coal— 
are preparing to transfer their business to 
the neighboring city of Gdynia, which is in 
the Polish Corridor and free from Nazi 
influence. 

The fate of Danzig, according to finan- 
cial observers, is a matchless illustration of 
the working of international currencies in 
a strong nationalist atmosphere. Danzig’s 
gulden can be united either to the German 
or to the Polish currency—if it stands 
alone, and its value changes with relation 
to German and Polish money, it will make 
the business of Danzig, as a port, precari- 
ous for German and Polish traders. These 
traders operate through credits on the Bank 
of Danzig, and their profits can be wiped 
out at any time if the value of Danzig 
money shifts up or down. Accordingly 
the Poles have been trying to get control 
of the Bank of Danzig, and assure that the 
gulden will have a stable value in Poland. 
But last year the Nazi party won in the 
Danzig elections, and the Nazis have been 
devaluing the Danzig currency as an eco- 
nomic weapon against Poland. 
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An Epidemic 

In spite of the depression with its lessons in economy 
and the need for substantially earned money, a large num- 
ber of American people are grasping at and swallowing, 
often to their discomfort, get-rich-quick schemes. The 
Boston Transcript discusses the fresh demands for legal 
gambling: 

In the opinion of some of its eminent citizens, Chicago is 
engaged in a hopeless fight against gambling. Surrender is 
urged upon Governor Henry Horner of Illinois by Ernest W. 
Burgess, professor of sociology in the University of Chicago 
and president of the American Sociology Society. He has the 
backing of citizens who have been active in the Chicago Crime 
Commission. They agree with Professor Burgess when he says 
that gambling is seldom immoral or vicious behavior, but is 
rather nonmoral and nonrational. Permit it and a blow will 
be struck at the invisible government of organized crime. The 
police will be encouraged in their efforts to maintain law and 
order. Money will be available to make the public schools 
of greater usefulness and for other purposes. The income of 
crooked politicians and crooked lawyers will be cut off. 

Such is the proposal and the case for it. There is, of course, 
the other side on which appear the multitudes who impover- 
ish themselves that a few may gain. It takes one steeped in 
optimism to believe that if Chicago surrenders in the matter 
of gambling, the underworld will also surrender and cease its 
activities. 

But what is proposed is in keeping with the spirit of the 
times. It is reflected in the news that the Ways and Means 
Committee of the National House of Representatives has voted 
to give hearings upon proposals to establish a national lottery 
designed to give the government a billion dollars a year in 
revenue, and, incidentally, provide for the payment of the 
soldiers’ bonus. The gambling fever is epidemic in the land. 
For those who so regard it as a disease, there may be consola- 
tion in the knowledge that a fever runs its course. 


Labor Disputes Bill 


The Dallas Morning News voices dissatisfaction with 
the recently passed Wagner bill, designed to give the 
workingman greater security and freedom: 


As anticipated, Congress has passed the Wagner labor dis- 
putes bill in a form little modified from the original objec- 
tionable measure sponsored by the senator of New York. Here 
is a distinct labor and administration victory over the opposi- 
tion of the great majority of business and industrial ownership, 
which sees clearly and knows from experience the results of 
establishing a labor autocracy by legislative fiat. It remains 
to be seen whether the victory can be consolidated in the 
courts. : 

A frequent criticism of the New Dealers is that their ranks 
are recruited from theorists who reason for the ideal instead 
of the practical. The action on the Wagner labor disputes bill 
supports that charge. Before the congressional committees came 
employer after employer to point out the risks to which a one- 
sided compulsory arbitration law subjects industry, but to no 
avail. 

The Wagner bill presupposes that industry is tyrannical and 
that labor is fair. Neither supposition will bear the light of 
inspection. Had the government attempted to bar both strike 
and lockout with federal authority as an impartial referee in 
all disputes, at least it would have offered a rational solution 
of the labor problem, constitutionally difficult as the effort 
might have proved. What the Wagner bill sets up is not arbi- 
tration but a one-sided authority in which the voice of labor 
must rule or ruin. 

Agricultural Benefits 

Recently a report on the AAA was published by the 
Brookings Institution, based on a study by Joseph S. 
Davis, who is chief economist for Mr. Hoover’s Farm 
Board (THE AMERICAN OBSERVER, June 24, page 2). Ray- 
mond Moley, editor of Today, thinks that the report 
reached an unsound conclusion: 


One can hardly escape feeling that Dr. Davis has failed to 
appreciate the broader implications of the Roosevelt agricul- 
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tural program. Fundamentally, the AAA was devised to estab- 
lish a just balance between the privileges accorded the indus- 
trial population of the United States and those accorded the 
agricultural population. From time immemorial, Republican 
policies have benefited industry by the raising of tariffs. This 
has produced in certain agricultural sections, notably the 
South, a widespread demand for the removal of these privi- 
leges of industry. The AAA was designed to do away with 
the necessity of depriving industry of its advantages, by estab- 
lishing equivalent advantages for producers of farm products. 

It is clear that if there is one thing that AAA has succeeded 
in doing it has been to make the farmers conscious of the 
benefits industry has previously secured through the tariff, 
and to give them a similar vested interest in the domestic 
market. When Dr. Davis says that it is “economically disad- 
vantageous and politically harmful to have any considerable 
supplement to these occupational incomes derived from public 
funds determined by political action,” he ignores altogether 
the fact that for one hundred years industry has enjoyed a 
considerable supplement to its income from political action in 
tariff making. As Secretary Wallace puts it, if the protected 
interests do not like the processing taxes, then let them give 
up their tariffs. 

Dr. Davis practically admits that, as a whole, the wheat 
program of the New Deal has done what the Farm Board set 
out to do and failed to accomplish. When he says, however, 
that ultimately we can reach a balance of production and con- 
sumption by methods other than those of the AAA, he is look- 
ing too far ahead to interest the hard-headed American farmer. 
What the farmer sees is a definite improvement, over the past 
two years, in his income and his general standard of living. 
He is not likely to surrender this for any philosophical pab- 
ulum concerning a future economy without tariffs, without 
processing taxes and without governmental assistance of any 
other kind. 


Civic Reform 


In the July number of Review of Reviews Clarence J. 
McLeod, congressman from Michigan, asserts that the 
American people are being robbed of 10 billion dollars 
yearly because of inefficient local governments: 


During the period 1880 to 1932, the debts of local branches 
of our government increased from $1,123,379,000 to $17,576,- 
839,000. At the same time the population increased from 50,- 
262,382 to approximately 124,000,000. This means that during 
the time our population increased about two and a half times, 
local government debt increased more than 15 times, and 
taxes have been multiplied to the point where they are more 
than 53 times the amount paid in 1880. The increase is so 
entirely out of proportion to the growth in population that it 
is quite apparent that a major portion of the blame must be 
laid to failure to adjust the machinery of local government to 
cope efficiently and economically with the conditions of a new 
age. 

A steady and continuous trend toward centralization of pop- 
ulation has completely eliminated, in many sections of the 
country, the need for countless offices which were once essen- 
tial. 

As an example of how the various states are cluttered with 
cumbersome and expensive machinery of government, I will 
mention that in my state of Michigan there are 95 townships 
with less than a hundred voters in each. In each individual 
township, however, there are four justices of the peace, four 
constables, a clerk, a treasurer, a road commissioner, and very 
frequently a highway overseer. 

Under our Constitution the federal government cannot 
intervene directly in the matter of abolishing and eliminating 
the useless and anachronistic offices and functions of local 
government which are dissipating and wasting the taxpayers’ 
money. Any action to bring about this vital economy must be 
taken by the states themselves. 


THE HOLDING COMPANY DEBATE 





(Concluded from page 6, column 4) 

All fair-minded people agree that there have been great 
abuses in connection with these companies. All agree that 
there should be some kind of regulation. President Roose- 
velt said that many kinds of holding companies should be 
done away with altogether. In response to his wishes, 
the Senate passed a bill containing the so-called “death 
sentence” to utility holding companies. It provides for 
governmental regulation of all public utility companies 
doing an interstate business and then it says that after 
1942 only certain kinds of holding companies shall be 
allowed to exist. If a company holds stock in operating 
companies in a certain geographical district in two or more 
contiguous states, and if it operates these companies as 
a single unit, it may be allowed to continue, under super- 
vision of the Federal Power Commission, but if, in the 
opinion of the Commission, it does not operate that kind 
of system, it must go out of business. Holding companies 
possessing stock and control of operating companies in 
widely separated geographical districts must, according to 
the Senate bill, divest themselves of these holdings by 
1942. This bill passed the Senate by a majority of one vote. 

The bill reported to the House of Representatives pro- 
vided for a regulation of public utilities, but left out the 
so-called “death sentence.” It did not provide for the 
abolition of holding companies after a seven-year period. 

There followed, on the floor of the House, a bitter 
debate which broke across party lines. On the one hand 
it was contended that the provision calling for the even- 
tual elimination of holding companies would cause heavy 
loss to those who have invested their money in these com- 
panies. The reply was, first, that the seven-year period 
would give such holding companies an opportunity to re- 
organize or to dispose of their interests so that investors 
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would not lose, and second, that the holding companies 
were so conducted as to be unsafe for investors and that 
their abolition would be the best insurance against future 
losses to investors. 

The attempt was made on the floor of the House to 
change the House bill so as to make it conform to the 
Senate bill. When this attempt was made there was a 
rebellion in the ranks of the Democrats. It was led by 
Representative Huddleston of Alabama, who insisted upon 
the House bill, regulating holding companies but not 
providing for their elimination. President Roosevelt im- 
mediately let it be known that he insisted upon the Senate 
bill. But when the vote was taken the conservative Demo- 
crats maintained their independence of the White House 
wishes and held to the original House measure. They 
were joined by conservative Republicans, and the attempt 
to amend the House bill failed. It is possible that the 
President may win when the bill goes to conference. 


Historical Background 


Earlier in this article we said that the campaign for 
the abolition of holding companies was to be examined 
against a historical background and in relation to other 
measures of the President’s program. The President’s 
insistence upon eliminating the holding companies is in 
line with the effort which has been made for half a century 
to check the concentration of wealth, to prevent the con- 
centration of industry in a few hands, to thwart the 
growth of trusts and monopolies. It represents an effort 
by the government to determine the structure of the great 
industrial organizations and to keep them from competing 
disastrously with small business organizations. The Inter- 
state Commerce Act of the late 1880’s, the antitrust laws 
enacted a few years later, the Clayton Act of the Wilson 
administration, the antitrust prosecutions carried on dur- 
ing the administration of Theodore Roosevelt—all these 
represented efforts to protect small business against big 
business and to prevent monopolies from fixing prices. 

President Roosevelt is in line with that view. His tax 
program looks in the same direction. He has said defi- 
nitely that he looks with disfavor upon huge aggrega- 
tions of wealth and economic power. He is an intellectual 
descendant of those who have fought the trusts and great 
combinations for over a generation. This fight has hitherto 
been largely unavailing. Many economists, as well as 
political leaders, have believed that it is as fruitless as 
the attempts to sweep back the waves of the sea. They 
think that the trend of the times is inevitably toward 
big and even monopolistic business enterprises, The issue 
of big business as against little business, of government 
against great corporations, is still with us, and it is exem- 
plified sharply by the bitter controversy over the regula- 
tion or extinction of utility holding companies. 
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“Economic Essays in Honor of Wesley 
Clair Mitchell,” by his former students 
(New York: Columbia University Press. 
$4.25). 

Wesley Clair Mitchell has had a good 
crop of students during his long years of 
service at Columbia University, and they 
have done him a fitting honor in preparing 
this splendid collection of essays. Each of 
them, and there are 16, is an important 
contribution to the literature of the social 
studies. Oswald W. Knauth, manager of a 
New York department store and relief di- 
rector of the city of New York, writes 
on the significance of retail prices; Pro- 
fessor Paul Douglas, of the University of 
Chicago, seeks to link business depressions 
with a decline of mass purchasing power, 
a field in which he has done important 
work; Dr. David Saposs presents a study 
of the middle class in political and social 
movements. Teachers of the social sciences, 
as well as social science libraries, will find 
this volume well worth while. Although it 
is necessarily uneven, the general level is 
remarkably high. Professor Douglas’ essay 
alone would make the teacher want to 
consult this collection, and for the general 
reader as well as the specialist these essays 
cast valuable light on the progress of con- 
temporary economics. 


“Speak! Read! Write!’ by Elizabeth 
Crowe Hannum (Boston: Little, Brown, 
and Company. $1.50). 

This is the winner of the Atlantic $4,000 
prize contest for English high school texts. 
It is deservedly so, we believe, for Mrs. 
Hannum has written a book that really fits 
the needs of the modern high school Eng- 
lish course. Her book is practical, clear, 
and gets down to the essentials which are 
seldom brought out either in textbooks or 
in the classroom. It is not a formal gram- 
mar nor a formal treatise on writing or 
speech. Rather, it covers the entire field 
of English, from the angles of speaking, 
reading, and writing. While intended pri- 
marily as a textbook for younger high 
school students, the book might well be 
used to advantage by the older generation, 
even those who feel they have learned 
all there is to know about English. 


“Thorstein Veblen and His..America,” 
by Joseph Dorfman (New York: Viking. 
$3.75). 

Thorstein Veblen, who died in 1929, was 
one of America’s most influential econo- 
mists. He is remembered as the author of 
several books, and scores of articles, which 
were landmarks in the development of our 
economic science. Among them were the 
revolutionary ‘Theory of the Leisure 
Class,” in which Veblen suggested that this 
class was founded on a “‘conspicuous waste” 
of the products of industry, and the 
“Theory of Business Enterprise,’ which 
emphasized the fatal differences between 
our “republic of industry,” founded on 
producing as much as possible, and our 
structure of finance, which operated on 
contrary principles, seeking to limit pro- 
duction in the interest of profit. 

Sut with all of Veblen’s fame and in- 
fluence, he was never able to hold a secure 
academic position. During most of his 
teaching days, he was forced to hold onto 
a job with one hand while he reached out 
for a new appointment with the other. 
The story of Veblen’s life, with all its im- 
portance in the development of academic 
freedom, is well told by Mr. Dorfman. 
And his biography summarizes all of Veb- 
len’s important writing, together with the 
circumstances under which it was pub- 
lished. What is most remarkable, in this 
conscientious biography of a great scholar, 
is the lifelike and arresting picture of Veb- 
len himself which grows from its pages. 


“Off to Mexico,” by Leone Moats and 
Alice Leone Moats (New York: Scrib- 
ners. $2.50). 

This is an up-to-date, adequately illus- 
trated guidebook of Mexico, containing all 
the information needed by one who con- 
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templates a trip to Mexico, by boat, rail, 
or motor. It has the formal organization 
required by those who wish “to do” a coun- 
try thoroughly. Naturally, it lacks the 
breezy informality of such books as Larry 
Barretto’s “Bright Mexico,” which, in our 
opinion, is the best of the recent crop of 
books on Mexico. Many of the gaps of 
Barretto’s work, however, are filled by the 
Moats, and their book is recommended to 
those interested in the newest haven of 
American tourists. 





CORRECTION 
In the June 10 issue of THE AMERICAN 
OBSERVER, the price of “SOS to the Res- 
cue,” by Karl Baarslag, published by the 


Oxford University Press, was given as 
$2.00. The correct price of the book is 
$2.50. We regret the error. 





Eden Mission Raises 
European War Issues 


(Continued from page 1, column 1) 
Italy stood behind the Treaty of Versailles. 
But now England had sanctioned Germany 
in her defiance of the treaty, and made a 
friendly agreement with her about the ex- 
tent to which England would approve 
new, and hitherto illegal, naval building. 
At a single stroke, it seemed, the whole 
system of guarantees to keep down Ger- 
many’s military and naval power had been 
discarded. England had included in the 
pact nothing about France, Italy, the 
United States, or Japan. So long as Ger- 
many did not build more than 35 per cent 
as many ships as England, the pact said, 
England did not care how large her navy be- 
came with relation to the French, Italian, 
American, or Japanese navies. There was 
only one remaining protection. That was 
the possibility that England intended to 
use her own navy as a yardstick, and keep 
the naval situation as nearly unchanged as 
she could. But that was only a possibility. 
Tt was not a guarantee. It was not in writ- 
ing. The fact was that England had thrown 
over all the old guarantees, to which the 
whole group of powers had subscribed, and 
dealt with Germany independently. 

Eden in Paris 

Mr. Eden went first to Paris, to discuss 
the pact with Premier Pierre Laval. He 
found that France was shocked and angry. 
The French believed that England had 
cut at the very basis of French security. 
They pointed out that England had no 
right to upset the Versailles agreement 
without consulting the other nations whose 
safety depended on it. Mr. Eden answered 





that Germany was no longer going to re- 
the treaty, and that England had 
been forced to provide a new basis for 
limiting the German navy. This agreement, 
at least, would work. It would keep the 
Germans down to 35 per cent, while if no 
agreement had been made the Germans 
would have built as many ships as they 
could. The English insisted that security 
could not rest on 
the Versailles 
Treaty, because 
the Germans were 
not paying any at- 
tention to the 
treaty. A new 
agreement was 
better than none. 

M. Laval was 
unconvinced. He 
said that the 35 
per cent agree- 
ment left France 
completely unpro- 
tected, and that 
Germany had 
wanted it only in 
order to build a 
navy larger than 
that of France. 
Germany’s navy would be modern and effi- 
cient, and the English, if they wanted to 
keep uncontested naval supremacy, would 
have to begin building themselves, Every 
English increase would be followed by a 
German increase. A 35 per cent pact, even 
at England’s present strength, would allow 
the Germans a navy of 420,000 tons, and 
France, with a navy of 550,000 tons, would 
be endangered. The Germans resented the 
humiliations of the war, and they were de- 
termined to upset French military and na- 
val superiority and regain their old domi- 
nating position in Europe. France would 
have no choice but to enter an arms race 
with Germany. 

An arms race is just what Pierre Laval 
does not want. He is pledged, as prime 
minister, to a program of deflation, which 
cannot succeed unless military and naval 
appropriations are sharply reduced. With- 
out deflation, the French fear, they are 
bound for more unbalanced budgets and, 
finally, to the destruction of government 
credit. An arms race would upset all of 
Laval’s internal program. He wants to 
avoid it at all cost, except the cost of see- 
ing Germany more powerful than France. 

Laval blamed this dilemma on the Brit- 
ish. He claimed, throughout his conversa- 
tions with Captain Eden, that the British 
had acted without regard to France’s naval 
and financial problems. Captain Eden tried 
to assure him that England would use the 
pact to Jimit Germany’s building. and that 
the English were working in the interest of 
European peace. But M. Laval was politely 
skeptical. He said that England’s action 
proved only one thing, and that was 
France’s necessity to rely on her own ef- 
forts to maintain French security. The 
English had wrecked 15 years of striv- 
ing to arrive at a workable, truly interna- 
tional, basis for armament 
limitation. Laval registered 
a formal protest against the 
pact, and declined Captain 
Eden’s offer to continue the 
conversations before Eng- 
land had presented a work- 
ing agreement on a “multi- 
lateral” basis, with naval 
power adjusted between all 
the European nations. This 
was the first stage of Mr. 
Eden’s journey, So far as 
getting France’s support for 
the pact was concerned, the 
Eden mission had accom- 
plished nothing. 
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The Mission in Italy 


Italy presented a differ- 
ent problem. In the first 
place, the traditional 
friendly and codperative re- 
lations between Britain and 
Ttala 


Italy have recently become 
very strained. The Italians 
think as little of the League 
as Hitler does, and do not 
see why it should interfere 
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with their ambitions in Africa. Italy’s pop- 
ulation is increasing, and with it her need 
for raw materials and markets. The Em- 
pire of Ethiopia, which adjoins Italy’s 
present African colonies, has great unex- 
ploited wealth in cotton and minerals, both 
of which Italy has to import for her in- 
dustrial needs. Italy has the same imperi- 
alist ambitions in Africa that England had 
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in the past, in India and South Africa. 
Moreover, the Italians have always been 
dissatisfied with the Treaty of Versailles, 
because they were not granted enough new 
colonial territory. Mussolini does not see 
why he should be limited in Africa just be- 
cause the French, English, and Americans 
have got all the territory that they want 
and are able to talk in terms of interna- 
tional morality. 

Mussolini has been preparing for war 
in Ethiopia. Already 120,000 Italian sol- 
diers have been sent, with armaments and 
ammunition, into the neighboring Italian 
colonies of Eritrea and Somaliland. But he 
faces the difficulty that Ethiopia is a mem- 
ber of the League of Nations, and that 
from a strictly legal point of view, an 
Italian invasion of Ethiopia would be the 
same as a German invasion of Belgium. 
The English have already pointed this out. 
They have been insisting that Italy has 
no right in Ethiopia, and this insistence so 
enraged the Italians that for the past three 
months a bitter campaign against England 
has been waged in the Italian press. The 
atmosphere into which Captain Eden came, 
on his peace mission, was charged with 
hostility. 

Captain Eden thus met different argu- 
ments in Rome than he had just been 
hearing in Paris. Mussolini said, in effect: 
“You English have been very excited over 
the fact that Italy has been disregarding 
the League and the Treaty of Versailles in 
the Ethiopian dispute. And now you come 
to me, asking my approval for your own 
pact with Germany, which is founded on 
the same disregard of the League and the 
Treaty.” It was an embarrassing argument, 
and Captain Eden had to meet it as well as 
he could. He pointed out that Italy was 
not so concerned with the pact as France 
was, because Italy’s problem was to keep 
her navy geared up to the French navy, 
and therefore Mussolini would not be af- 
fected except in the case of a genuine arms 
race, which England would do her best to 
avoid. Italy had nothing to lose by approv- 
ing the pact, and much to gain, because it 
would regularize the German _ increases 
which were bound to happen anyway. 

Mussolini was in a very strong bargain- 
ing position. If the British, or the British 
and French together, undertake to put too 
much pressure on him to check his Ethi- 
opian ambitions, he may form an alliance 
with Germany, although for a number of 
reasons, he would hesitate to do so. The 
extension of German power in Central 
Europe would threaten Italian security. 
But Italy was an ally of Germany before 
1914 and the French and British diplomats 
cannot ignore the possibility of a revival 
of that alliance. And so Mussolini felt 
free to take a high hand in talking with 
Eden. He used the British-German pact as 
a talking point. He knew it would be valu- 
able in forcing concessions from England 
on his Ethiopian scheme. In other words, 
he was willing to use the pact to get Eng- 

(Concluded on page 7, column 3) 
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In addition to the common stock, there 


is preferred stock. Part of the money 
used by the company is raised by the sale 
of preferred stock. The preferred stock- 
holder gets a stated sum for the use of his 
He is paid a certain stipulated 
interest rate and he is paid before the 
common stockholder gets his money. If 
the company makes just enough to pay 
interest to the preferred stockholder, and 
the common stockholder 
That is why preferred stock is 


money 


no more, goes 
without 
so named. 

The regularly 
money than they raise through the sale 
of stock or shares of ownership. so they 
borrow money from the pub- 
lic. They borrow it by selling bonds or 
promises to pay. The bondholder is paid 
before either the preferred stockholder or 
the common stockholder. but like the pre- 


companies need more 


investing 


ferred stockholder. he has no voice in the 
management of the company. 
From this analysis it is clear that those 


who own the common stock or a majority 
of it. have company. It 
oftentimes happens that a company whose 
capital is $3,000,000 has something like 
$1,000,000 worth of common stock, $1.000.- 
000 worth of preferred stock. and $1.000.- 
000 in bonds. Those who put up a third 
of the money to run the company. there- 
fore. control it absolutely. 


control of the 


The Holding Company 


Now. who owns these utility companies? 
Who owns the common stock? Sometimes 
the investors in the community own the 
operating utility company. It is. 
quently, a purely local enterprise. But it 
sometimes happens that financiers 2 long 
way off, perhaps in New York, own the 
common stock of the company, or a ma- 
jority of it. They have the voting power. 
They have the control of it. These people 
who buy up the common stock of oper- 
ating utility companies do not act as indi- 
viduals. Oftentimes they form corpora- 
tions whose business it is to buy common 
stock—not in one operating utility com- 
pany only, but in many. The purpose of 
such a corporation is to hold the common 
stock in utility companies. and, therefore. 
to control them. A company of this kind 
is called a holding company. There are 
holding companies of all kinds. Some of 
them are comparatively small and there 
are a few very large ones which hold a 
controlling interest in hundreds of operat- 
ing utility companies all over the country. 

Financiers can sometimes get control of 


conse- 
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a great number of public utility companies 
Let 
us suppose, for example, that a group of 


form a holding com- 


without putting up very much money 


financiers decide to 
pany and to get possession of a number of 
utility companies. These financiers form 
a corporation. They want to get control 
of 10 public utility companies, each of 
which is capitalized at $3,000,000. Now, to 
do this they do not have to raise $30,000.- 
000 because they do not have to buy the 
company outright. They buy merely the 
common stock, because the common stock 
is the only stock which with it 
voting power. They can get absolute con- 


carries 


trol of the 1 


$10,000,000 


) companies by putting up 
Probably they can get control 
of them by putting up $6,000,000, for that 
would give them a majority of the com- 
mon stock in each Their job 
then. is to raise $6.000.000 in order that 


they can get 


company 


control of businesses capital- 


ized at $30.000.000. But these financiers 
need not. themselves, put up the $6.000.- 
00. They form a corporation and they 


stock and pre- 
ferred stock and they also sell bonds. If 
they can get together $1,000,000, they will 
have half of all the common stock in the 
company and. therefore. they can control 
it. The rest of the common stock they 
sell to scattered investors. They raise the 
other $5.000.000 by selling 1.000.000 com- 
mon stock and the rest preferred stock 
and bonds. Though they have put up but 
£1,000.000 they have absolute control of 

$6 .000.000 which 


themselves issue common 


company controls 10 
operating companies, 


$3.000.000. 


each capitalized at 


High Finance 


The can go further than 
that. These financiers may form a second 
holding company. Holding Company Num- 
ber Two may secure a controlling interest 
in Holding Company Number One. It will 
be remembered that the holders of half 
the common stock in Holding Company 
Number One controlled all the 10 oper- 
ating companies. Well, these clever finan- 
ciers decide that they want to get control 
of this $1,000,000 worth of common stock 
in Holding Company Number One. so they 
form Holding Company Number Two and 
again they issue common stock, and pre- 
ferred stock, and bonds. They may have 
$300,000 worth of common stock in the 
new million-dollar company. This gives 
absolute control of it. Now this new com- 
has absolute control Holding 
Company Number One. and Holding Com- 


process even 


pany over 


Number One has control over all 
10 operating companies. These financiers, 
then, by putting up $300,000 or less, can 
control a company which controls another 
company which, in turn, controls 10 oper- 
ating companies with combined capitali- 
zation of $30,000,000. 

This process may be carried even fur- 
ther. There may be six or seven layers 
of holding companies. A very few financiers 
at the top. little money. 
may control a vast public utility empire. 
Senator Borah tells of an investment bank- 
ing company of less than a million dollars 
which controlled more than $370,000,000 
of capital in a great many different public 
utility companies. It is said that the Insull 
interests, by putting up less than $1,000,- 
000 


pany 


investing very 


controlled a great host of operating 
companies. these companies together being 
$2.500,000.000. 


capitalized at 
Services of Holding Companies 


These are the holding companies which 
are now under attack in Congress. There 
is no question but that much good has 
resulted from this form of business organi- 
zation in the public utility field. The 
financiers, by selling stock and bonds to the 
general investing public, have con- 
trol of a great deal of money and have put 
it. or a large part of it, into developing the 
electrical and the gas industries. The 
small, local utility companies have needed 
money if they were to develop, to enlarge 
their plants. and to make progress. They 
have unable to raise the money in 
the way that many manufacturing plants 
have raised it. They have not been able 
to make huge profits and to put these 
profits back into the business. The reason 
is that their rates have been regulated by 
public authority and the profits have been 
kept down. How, then, were they to get 
the money for expansion and for making 
progress? They have had to get it by 
calling upon the general public to invest 
in their enterprises, to lend money to them. 
In many cases, the local companies have 
found it impossible to secure the money, 
but along comes a holding company, organ- 
ized, perhaps, in another state, and it sells 
stock and bonds. In other words, it sells 
shares of ownership in all the various 
companies which it owns. The man who 
buys a share of stock in a holding company 
is really buying an undivided interest in all 
the public utility companies which this 
holding company possesses. He is putting 
money into the whole system, and the 
little group of financiers who control the 


got 


been 
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ENORMOUS INCREASE 
RATES 


ver the Holding Company 


public utility system parcel out the money 
as they see fit. They use the funds which 
they get hold of to develop the different 
little local companies which they control 
scattered the country. There is no 
question but that the development of thi 
public utility business in this country has 
come about in considerable measure because 
of the money which holding companies have 
been able to get from the general public 
to put into the expansion of the business 

The holding companies have rendered 
other services. A little company furnishing 
electricity to a small community would not 
be able to avail itself of the best engi- 
neering skill. 


over 


It could not buy materials 
to the best advantage. It would not 
have the best legal counsel at its 
mand. But if a controlling interest of 
is owned by a huge corporation which 
also controls a hundred other small com- 
panies, it has the benefit of the managing 
and engineering skill which that big com- 
pany can supply. The big company can 
give efficient management to all its small 
establishments. It can buy all its appli- 
ances at wholesale and distribute them to 
its various plants. It can operate all these 
plants as a great unified system, and there 
are many economies in such management. 


com- 


The Liability Side 


Now we come to the disadvantages of 
such a system of utility ownership as we 
have described. In the first place, when 
the small electric companies pass out of 
the hands of the community—when they 
are all, or many of them, owned by 
financiers whose headquarters are in the 
large cities, we have a great concentration 
of ownership. We have a tremendous con- 
centration of economic power. The elec- 
trical industry is no longer in the hands 
of local capitalists. It is in the hands of 
financiers concentrated in a few great cities. 
Not only is it a great concentration of 
economic power, but it is a concentration 
of political power. These financiers, who 
control the holding companies and who 
thus control, in large measure, the electrical 
industries of the country, are often in a po- 
sition to defy state legislatures and even 
the national government. They have exerted 
power over the press. They have presumed 
to determine what should be taught in the 
schools. They constitute a mighty concen- 
tration of wealth and power. 

Not only that, but they do not at all 
times serve the operating companies which 
they control unselfishly. If they furnish 
management to these local companies, they 
sometimes charge two or three prices for 
it. Sometimes they charge exorbitant 
prices for the materials which they manu- 
facture and sell to the plants which they 
control. In many cases they “milk” these 
small operating companies, diverting huge 
profits into their own pockets. This divert- 
ing of money from the small operating 
companies into the hands of the financiers 
who control them makes it necessary for the 
operating companies to charge high rates 
for electricity which they sell to local 
consumers. It often happens that the 
householder pays unduly high prices for 
the electricity which lights his house and 
runs his refrigerator, his sweeper, his radio, 
and his fans. 

Then too, these holding companies have 
often ruined investors. They have capital- 
ized their companies at figures which are 
too high. They have sold millions of dol- 
lars in stock. The only way that interest 
can be paid to the purchasers of this stock 
is to secure great sums of money from the 
operating companies. Sometimes it is im- 
possible to get enough money from the 
operating companies to pay a fair return 
on the money which innocent investors 
have paid into the holding company. | 
turns out that the stock is not worth any- 
thing like as much as it has been sold for. 
This was the case with the 
the Insull companies. During the last sev- 
eral years, investors in these holding com- 
panies have taken fearful losses. 

(Concluded on page 4, column 3) 
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HESE three imaginary students have been 
meeting each week on this page to talk 
The same characters are con- 





tht over. 


saad from week to week. We believe that 


; lers of Tue AMERICAN OBSERVER will find 
it interesting to follow these discussions week 
hy week and thus to become acquainted with 
the three characters. Needless to say, the 


views expressed on this page are not to be 
taken as the opinions of the editors of THE 
AMERICAN OBSERVER. 


John: I'd like to call your attention to 
a statesmanlike address delivered over the 
radio the other day by Ogden Mills. It 
expresses my idea exactly as to what is the 
matter with the country and what we need 
to do to get on the road to better times. 
Here is a quotation from the address: 


Judged by past experiences, the war cycle 
has run its course, and today all those fac- 
tors exist which stimulate the dynamic forces 
within the economic system, and forecast a 
protracted period of expansion and prosperity. 
In the last six years, accompanied by intense 
hardship, an immense volume of debt has 
been liquidated; innumerable unsound ven- 
tures have gone to the wall; many weak spots 
in our economic structure have been elimi- 
nated; costs of production have been reduced; 
price relationships have improved; and the 
entire economic organism has undergone a 
drastic readjustment. Above all, there exists 
a six-year accumulated demand of enor- 
mous proportions for all manner of goods, 
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principally capital and durable goods, and an 
ample supply of capital is available at low 
rates of interest; while the country over en- 
terprising American business men stand ready 
and eager to answer the call of opportunity. 
There is enough work waiting to be done to 
put millions at work on constructive enter- 
prise at normal American wages, and to keep 
this country near the industrial peak for many 
years to come. 


The trouble is that, whereas economic un- 
certainties have vanished, political uncertain- 


ties cast an ever-lengthening shadow. What 
stands between the American people and 
prosperity today is their government. The 


wheels of industry would soon be turning at 
full speed if, instead of trying to remake us, 
the government would be content to make us 
well; if, instead of attempting to impose a 
new system, that will not work, it would 
permit the one we know will, to do so; and 
if, instead of pursuing all sorts of foreign 
“isms,” it would but turn to a tried and 
proved Americanism. 


We cannot have a full recovery as long as 
the administration seeks to transform America 
into a collectivist state; as long as it destroys 
savings, discourages thrift, penalizes success, 
hampers enterprise and smothers the vital en- 


ergies of a free economy; as long as govern- 
ment, while dictating to the individual citi- 
zen how to conduct his business, shows an 


amazing incapacity in the management of its 
own—as long as it violates its contracts, re- 
fuses to balance its budget, denies us a stable 
currency, subjects our Federal Reserve Banks 
to political domination, fails to codperate with 
the rest of the world in stabilizing their cur- 
rences and breaking down the restrictions that 
throttle world commerce, squanders billions 
in planless efforts to relieve an unemployment 
which its own policies perpetuate, piles up an 
intolerable burden of debt and taxes, and 
keeps the country in the dark as to what 
next to expect. 

Mary: Yes, John, I heard that address 
of Ogden Mills over the radio, and I also 
heard the other part of that radio pro- 
gram which was an address by Senator 
Barkley of Kentucky. It seems to me that 
Senator Barkley’s defense of the New Deal 
is much more effective than Ogden Mills’ 
condemnation of it. Lest you may not 
have given sufficient attention to the sen- 
ators address I would like to quote a few 
paragraphs from it: 


The first four months of 1935 show an in- 
Crease in deposits over the same period of 
1933 of 43 per cent. Will those who criticize 
What has been done destroy this, and, if so, 
what will they substitute for it? 


What has it been worth to restore the faith 
and the purchasing power of the American 
larmer, and to save his home and the home 
ot his neighbor in the city? 


Talking Things Over 


Mills and Barkley Debate the Accomplishments of the New Deal. 
Why Political Debate Seldom Gets Down to 


the Real Issues 





The cash income of the American farmer 
for the first four months of 1935 over the 
same period for 1933 shows an increase of 61 
per cent. Will those who denounce what has 
been done tell the American people they will 
reverse this policy ? 

What has it been worth to the future of 
America to have eliminated even for a while 
the evils of child labor? Will those who find 
no good in us return these children to the 
factories ? 

What has it been worth to spread among 
many millions of workers the opportunity to 
work at all, and at shorter hours and in- 
creased wages? And what boots it to say 
that there are yet other millions who are un- 
employed ? 

According to the Bureau of Labor Statis- 
tics, the first four months of 1935 show over 
the same period of 1933 an increase in em- 
ployment of more than 35 per cent in factory 
employment. For the same period there was 
an increase in factory pay rolls of 76 per 
cent. 

What have they done, are they doing or 
will they do who dwell in the realms of the 
destructive critic to bring work to a single 
man or woman? What has it been worth to 
teach American business something of the 
doctrine of codperation and good will in the 
field of tense competitive struggle? 

During the same period referred to above, 
industrial production increased 41 per cent, 
according to the Federal Reserve Board. Min- 
ing production increased 22 per cent, while 
earnings in 25 selected typical industries in- 
creased 40 per cent, and farm prices increased 
91 per cent. Can anybody guarantee that a 
better result would have ensued from any- 
thing they have offered or now offer? 


Charles: This joint debate on the New 
Deal from which you have both made gen- 
erous quotations is interesting enough, but 
not very informative. It suffers the same 
defect that nearly all the debates do. They 
don’t get down to brass tacks. They don’t 
bring real issues into the foreground. They 
do not concentrate upon the specific points. 
Mills makes a number of insinuations 
against the New Deal. He charges it with 
grave shortcomings. Senator Barkley ig- 
nores these specific charges and then goes 
ahead to talk about certain achievements 
of the New Deal—achievements which 
Mills has not mentioned and has not criti- 
cized. The two men are not talking about 
the same thing, in spite of the fact that 
the subject of each is the New Deal. 
Mills talks about certain phases of it, and 
Barkley talks about other phases, and the 
listener is left about where he had been. 
If this debate on the New Deal were to be 
really effective, certain 
should have been brought 
cussed by both men. 





definite 
out 


points 
and dis- 
Mary: What points, for example? 

Charles: Well, for example, Mills said 
that Roosevelt was establishing a collectiv- 
ist state. I should have liked to have heard 
Barkley reply to that. I am not saying it 
isn’t true, but I think a good debate could 
have been made on that point. Mills 
might have argued that certain things the 
administration is doing, the Tennessee Val- 
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in 


ley Authority, for example, are looking to- 
ward an increase of governmental activity 
in industry. It could have been argued, 
on the other hand, that the administration 
is trying to save capitalism and that its re- 
forms are the best insurance against 
cialism. Then, again, Mills 
says the administration is 
discouraging saving by the 
people. There is a question, 
I suppose, as to whether 
money saved and put away 
by the people may not be 
safer than it was when the 
banks were failing under 
the Hoover administration. 
At least that’s a good argu- 
ment for a debate. Then, 
again, he says the adminis- 
tration is turning to foreign 
“isms.” I should like to 
have that point discussed to 
determine what activities of 
the administration are dis- 
tinctly foreign in origin and 
which ones a reasonable ef- 
fort by Americans to han- 
dle their own affairs. 

John: Don’t you think 
that some of Senator Bark- 
ley’s arguments might 
equally well be subjected 
to a careful scrutiny? 

Charles: Of course they 


so- 


might. If you analyze the 
senator’s speech you will “THE 
find that he lists a number 
of instances of improve- 
ment in our economic situation. Bank 


deposits have increased. Farmer’s income 
has gone up. Child labor was banned, at 
least for a time. Several million workers 
have found jobs. Payrolls have advanced. 
Industrial production has increased. Now, 
the thing I would like to hear is a debate 
on those specific points. The senator does 
not deal with cause and effect. He does 
not prove that these improvements re- 
sulted from New Deal policies. He merely 
assumes it. Of course, improvements in 
general have been going on in other coun- 
tries. Wouldn’t it have been a fine thing 
if Senator Barkley and Ogden Mills had 
debated definitely whether these improve- 
ments did or did not result from legisla- 
tion adopted by the administration? 
Mary: But that’s asking quite a little. 
Political debate isn’t carried on that way. 
Charles: I know it isn’t. It’s nearly 
always carried on as Mills and Barkley 
carried on their debate. That’s why these 
debates mean almost nothing to one who 
wishes actually to find out the truth. 





(Concluded from page 5) 
land’s approval for a war in which one 
member of the League of Nations was to 
have a free hand in gobbling up the terri- 


tory of another member, with 
equal rights under the League 
Covenant. 

Captain Eden and Mussolini 


could not, however, afford to make 
this bargain public. Mussolini, it 
was believed, had made an agree- 
ment with France to oppose the 
naval pact if France were willing 
to give Italy her own way in Ethi- 
opia. He could not publish an 
agreement with England, which 
would necessarily be based on the 
exact opposite. Whatever bargain 
he submitted to Captain Eden, 
therefore, remains secret. Eden 
himself, as a champion of the 
League, willing enough to 
keep any bargaining over Ethi- 
opia out of the newspapers. But 
the French knew that Eden had 
been accompanied to Rome by the 
British Foreign Office expert on 
African affairs, and so they were 
not much impressed by official 


was 


NEWS 





denials that Ethiopia would be discussed 
by Mussolini and Eden. Instead, a fresh 
suspicion sown. And the 
French lost most of their remaining faith 
in British diplomacy when they heard the 
announcement which Mr. Eden made 
on the Ethiopian conversations with Italy. 
He indicated that Great Britain had striven 
for a compromise by offering Ethiopia a 
strip of British territory, in return for con- 
cessions by Ethiopia to Italy. Here again 
the League was disregarded, and the French 
were further shocked when they learned 


crop of was 


one 
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that Mussolini, and not Ethiopia, was re- 
sponsible for refusing the British proposal. 

Thus, although the Eden-Mussolini par- 
leys on Ethiopia were kept secret, most of 
Europe had the impression that England 
and Italy were both trying to play both 
ends against the middle. As in France, the 
Italian mission had dealt with Europe’s 
problems separately, and no effort had 
been made to give the whole conversations 
an appearance of hanging together as a 
single policy. What England thought of 
the League, whether the British were will- 
ing to let the League die a natural death or 
whether they wanted to preserve some of 
its influence as an orderly method of solv- 
ing international disputes—all of these 
questions were obscured by the Eden mis- 
sion. Germany’s insistence on rearmament, 
England’s need to keep that rearmament 
within bounds the British navy, 
France’s resolve to keep Germany in an in- 
ferior naval and military position, and 
Italy’s ambitions in Ethiopia and disregard 
of the League of Nations—were bound to 
clash. Captain Eden had made an attempt 
to steer a middle course. When he left 
Italy, all was in doubt. It seemed very 
likely that Italy would not oppose the pact 
very seriously, but it seemed quite as likely 
that the Italians would go ahead in Ethi- 
opia after the summer rains. 


safe to 


Result of the Mission 


The one fact that stands out as a result 
of Captain Eden’s tour is that Germany’s 
1ew birth of power has completely upset 
the international guarantees imposed after 
the war, This is a fact, and each European 
nation will have to adjust its policy accord- 
ingly. England made an independent at- 
tempt to deal with Germany, and the chief 
effect. was to strain relations between 
France and England and to give a further 
blow to the prestige of the League of Na- 
tions. Italy, Germany, and Japan have all 
ignored the League, and the coming strug- 
gle between Italy and Japan for the raw 
cotton and minerals of Africa must be set- 
tled outside the League. The nations may 
still have a chance to insure peace on an 
international basis, by getting together be- 
fore it is too late. They will have to give 
a new status to Germany, Japan, and Italy. 
Otherwise, as Captain Eden’s mission omi- 
nously showed, Europe is in for a danger- 
ous period of secrecy and distrust. 
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NY attempt to appraise the status of American edu- 
A cation today must take account of two important 
The first of these is that our educational practices 
undergone far-reaching and drastic changes during 


facts. 
have 


the last few decades. espe- 
American edu- cially since the turn of the 
cation in state century; and the second fact 
is that the whole system is 


of flux today today in a state of flux, better 


described perhaps as a period 
of experimentation. Both of these facts are easily explained 
if examined in the light of the general economic and 
social picture of the period. In the first place, the demands 
upon education of a highly agricultural and relatively 
pioneer civilization were comparatively slight. confined 
primarily to instruction in the three R’s, whereas the 
ramifications of the industrial society which has developed 
have given rise to educational demands suited to the new 
complexities. Secondly, since our entire economic and 
social structure is today in a state of flux and uncertainty, 
experiment after experiment being launched to bring order 
out of the chaos, it is only natural that the educational 
system should in many important ways reflect this general 
confusion and bewilderment. A well-ordered and fully 
effective system of education may be expected to come 
only when the social order itself follows a more compre- 
hensible and definite course. 

In order to gauge the distance which American educa- 
tion has traveled since the the Civil War. 
has only to glance at some of its accomplishments 
transformations. If a complete picture were to be had. 
this list would have to be expanded far beyond the length 
of this discussion, so revolutionary have been the changes. 
The transformation has been quantitative as well as quali- 
tative. School facilities. from the elementary grades to 
the institutions of higher learning, have been so expanded 
as to afford to almost anyone who seeks self-improvement 
through formal education abundant opportunities. The 
elementary schools of the nation have been improved, both 
in the technique of teaching and in equipment used. The 
number of free secondary schools has been multiplied many 
fold. The opportunities for college education have been 
made available to practically all classes of the population. 
The institutions devoted to teacher training have increased 
both in number and in quality. so that more expert 
instruction from the first grade through the graduate 
school is now provided in all sections of the country. 


one 
and 


close of 


HE school has assumed responsibility for many of 
the pupil’s activities not strictly academic. such as 
health, recreation, and general cultural development. 
Great emphasis has been placed upon the strictly prac- 


tical side of education — the 

School assumes training of young people for 
many additional useful careers. Channels for 
shies adult education have been 
responsibilities opened. Attempts are being 


made to educate people, young 
and old, for participation in the public life. In a hundred 
other ways the educational system of the present is being 
shaped to meet the needs of a highly developed and swift 
moving industrial civilization. 

It is an extremely difficult. even dangerous, thing to 
generalize about trends in American education for the 
simple reason that there exists in this country no unified 
pattern. We cannot even speak of the systems 


of uniformity 
which characterize the system as a whole. 


encompass 
period. 
institutions of learning has risen with phenomenal rapidity. 
In 
schools. 
This increase is partly offset by the increase in population, 
which 
partially, 
during the 35-year period. 
students in 


schools. 
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Progress of American Education 
By David S. Muzzey and Paul D. Miller 


main, the schools of the nation are today under the juris- 
diction of local authorities. which accounts for the lack 
and the different degrees of development 


Despite this difficulty, or limitation. it is possible to 
certain of the general trends of the modern 
We know. for example, that the enrollment in 
1900 there were only 630.048 pupils in secondary 
By 1935. the number had jumped to 6,719,000. 


was approximately 62 per cent. although only 
as high-school attendance had increased tenfold 
In 1900. there were but 284.683 
colleges, universities. and teacher-training 
1930, the number had jumped to 1.178.318, 
314 per cent. At the present time. about 


In 
an increase of 


a fourth of the entire population is directly engaged 
educational activities. either as teachers or students. 


CCOMPANYING 
been an expansion in curriculum, from the ele- 
mentary school to the college and university. In 1890, 
the public secondary schools of the nation offered a narrow 


increase in enrollment has 


this 


range of subjects grouped 

Great expansion under nine heads — Latin, 
of all school French, German, Greek, alge- 
¢ bra, geometry. physics, chem- 
curricula istry. and history. By 1900 
the number had doubled. By 

1928. the number of courses offered had increased to 47, 


and commercial subjects con- 
spicuously on the list. While curricular revision in the 
elementary school has not made the strides of that 
in the high school. the expansion is nevertheless apparent. 
In no sense do the lower schools confine their attention 
to what was formerly called the essentials of an education 
—the three R’s. On the other hand, as the college level 
is reached, expansion of the curriculum has gone even 
further, it being impossible to list the various courses 
offered to students of the higher institutions. 


with vocational training 


Hand in hand with this extension of curricula has come 
another development of great significance. There has been 
a greater specialization among the schools and colleges. In 
1909, the junior high school appeared on the scene as a 
new administrative unit of education. Whereas formerly 
the seventh and eighth grades had been largely devoted 
to a review of the work covered by the other six years, 
the appearance of the junior high school constituted a 
definite break in our educational system. The junior high 
school was an experiment in new types of instruction and 
greatly expanded the activities of the school of this level. 
A similar development took place in the college field with 
the establishment of the junior college. From 1917 to 
1932, the number of junior colleges, public and private, 
increased from 132 to 469. Almost at the same time. there 
has been a more or less revolutionary change in the 
character of many universities. In former times, they 
confined their main attention to the regular four-year 
course, whereas recently the trend has been toward the 





LZ a 





















In 
most 


and research work. 


encouragement of postgraduate 
the field of higher education, 
significant advances. 


this is one of the 


O study of American educational trends of the present 
N generation would be complete without attention to 
a number of facilities which do not come under the head 
of formal education. The library facilities of the country 
afford countless opportunities 
for self-improvement and edu- 
cation. It would be hard to 
calculate the effect of radio 
upon popular education, and 
while that medium has not yet 
extent of its possibilities, the 
prospects for future use are extremely bright. Forums 
kind or another have been organized in many 
places for the purpose of educating pople in the principles 
of government and on the big public issues of the day. 
Night schools of one kind or another, correspondence 
schools. clubs engaged in education, parent education; 
these are but 2 few of the developments of recent times. 


Many facilities 
provided outside 
formal education 


been utilized to the full 


of one 


The problems confronting American 
may be divided into two classes, those of a more or less 
permanent nature and those of a temporary character, 
incident to the depression. In the latter group the most 
serious problem deals with the curtailment of expenditures 
for education which has been fairly general throughout 
the country during the last few years. Teachers’ salaries 
have. in some cases. been cut to the level of 50 years ago. 
The school term has been shortened. Certain courses have 
been dispensed with. And all this in the face of an 
increased attendance. in the case of the secondary schools. 
The whole situation has become so serious that the federal 
government has been obliged to come to the rescue of 
schools. The PWA has provided $125,000.000 for school 
buildings. About 40,000 teachers have been given work 

by the educational program of the FERA. Loans have 
been made to pay teachers’ salaries which have been in 
arrears. In 1934, more than $14,000.000 was given to the 
states to prevent the closing of schools. 

Of the more permanent problems which our educational 
system must solve, if it is to become really effective, 
perhaps the outstanding inheres in the system itself, the 
existence of hundreds of different districts each having its 
own system and policies. It will be the task of educational 
statesmanship in the future to bring all or most of the 
schools up to the level of those which have already reached 
a high degree of excellence. This cannot be done in a 
year or even a decade, but must come slowly. 


education today 


‘ 


RATHER serious handicap to progress along these 

lines is the political control which, in many instances, 
is exercised over the schools. Very often teachers and 
those directly engaged in educational work are hampered 
by interference by boards of 
education. Since the member- 
ship of these boards is more 
often than not made up of 
business and professional peo- 
ple and not men and women 
directly engaged in education, there is likely to be an 
unwillingness to permit changes from the customary 
practices. As Charles H. Judd says in his chapter on 
education in “Recent Social Trends,” “Boards of education 
are for the most part highly conservative. They 


Political control 
often retards 
real progress 








existing in the 48 states, for education remains 
today, as in former times, a more or less local 
affair. True, the state has intervened in a 
number of ways, laying down rules and de- 
termining policies for all schools. But in the 

















you think the “death sentence” should be imposed? 


Why? 


of the League of Nations? 


pendent agreement with Germany ? 


the facts? 








1. Explain how a few financiers can obtain control of a number of public utility com- 
panies without putting up a great deal of money through the holding company device. 


2. What are the advantages of the holding company and what are its disadvantages ? 


3. What is the fundamental difference between the House bill and the Senate bill ? 


4. What was the net result of Captain Anthony Eden’s “peace tour” 


5. Do you think that Europe’s present difficulties can be settled by the peace machinery 


6. Why is France unwilling to undertake an arms race with Germany ? 


7. Do you agree with those who charge that England acted unfairly in making an inde- 


8. In your opinion, was the attack on the New Deal made by Ogden Mills justified by 
Was Senator Barkley’s defense justified by the facts? 


9. What has been standing in the way of a Fascist régime in Austria? 


Something to Think About 


confusion of the present time? 
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10. In what way does the confusion in American education reflect the general social 
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. are likely to favor traditional policies and to 
be slow in accepting innovations.” Despite all 


the imperfections and the unsolved problems, 
the record of American education, since the turn 
of the century, 


is one of promise and progress. 
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